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KEY ECONOMIC INDICATORS: NICARAGUA 


All values in millions of US Dollars unless otherwise stipulated and represent 
year-end levels. 


Exchange Rate for 1978: US$1.00 = £7.00 
Exchange Rate for ist qtr. 1979: US$1=¢7 Preliminary % Change Estimate 
Rest of 1979:US$1.00 = 10.00 1978 1979 79/78 1980 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 1,778 1,319 1,838.7 
GDP at Constant (1958) Prices 918.3 680.7 
Per Capita GDP, Current Prices 892 571.0 
Gross Investment 264 -18.8 
Construction 115 32.2 
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Indices: 
Industrial Production (1976=100) 107.8 79.29 
Av. Industrial Wage Mfg/Monthly 1,317 1,645 
Labor Force-Manufacturing 
(covered by Social Sec. System) 32,100 30,658 


MONEY & PRICES 


Money Supply (M,) 1,900 3,442 
Total Savings. Deposits 1,321 t,732 
Interest Rates Max Bank Rate Free 17% 


Indices: 
GDP Deflator (1958=100) 236.6 285.3 
Consumer Price Index (12/1972=100) 185.34 274.64 


BALANCE OF PAYMENTS TRADE 


Official Gold & For. Exch. Reserves(Net) -225.5 -280.8 24.0% 
External Public Debt 961.7 953.7 -0.83% 
Annual Debt Service 102.9 == -- 
Balance of Payments 224.3 51.6 -77% 
Balance of Trade -52.0 206.3 496% 
Exports, FOB 646 566.5 -12% 
U.S. Share 150.0 (23.2%) 179.8 (31.7%) 19% 
Imports, FOB 594.0 371.2 -38 
U.S. Share 186 (31. 3%) 90.0(25.2%) -51% 


Principal imports (FOB) from the U.S. in 1979 according to official Nicaraguan data 
were: passenger cars, including 4-wheel drive vehicles, 120 units, US$1.5 million; 
trucks and buses, 243 units, US$1.5 million; chemicals for insecticides, 703 MT, 
US$1.5 million; whole wheat, 17,464 MT, US$3.1 million; paper and paper products, 
5,633 MT, US$2.9 million; agricultural implements, US$600,000; tractors, 7 units, 
US$700,000. 


*Note: GDP estimates by the GRN showed a 26% drop in 1979 and 7% in 1978. Converting 
the cordoba values to dollars at 1978 rates would distort the figures because of the 
devaluation on April 6, 1979. GDP figures for 1978 of ¢17,781 million and 1979 GDP 

of £13,193 million were used (1979 cordobas) and are both converted at 10 to 1, the 
current exchange rate. GDP for 1980 is estimated by GRN at ¢18,387 million but Embassy 
expects it to reach about £715,898 million (current cordobas but about 9% in real terms.) 





SUMMARY 


Nineteen seventy-nine was a milestone in the political history of Nicaragua as the 
Somoza dictatorship was overthrown by a popular insurrection, however, political 
change was achieved at a terrible economic cost. Gross Domestic Product (GDP) 
dropped in 1979 by 26 percent (following a 7 percent drop in 1978); there was a 580 
million dollar loss in war damage including inventory loss from pillaging etc.; 630 
million dollars lost in reduced GDP and 600 million dollars in capital flight (CEPAL 
estimates) totaling 1.8 billion dollars or more than the value of 1978 GDP. The first 
four months of 1979 saw a flurry of activity in industrial production and in slaughter 
and export of cattle followed by economic stagnation and ruin in June and July. The 
last semester of 1979 saw the new Government of National Reconstruction (GRN) 
trying to consolidate its power and deal with the catastrophic problems of a war-torn 
economy. Problems abounded, from complete disappearance of some institutions to 
severe food shortages. Inflation averaged 48 percent for the year. Unemployment was 
high in 1979, peaking during the war at perhaps 60 percent and dropping by the year's 
end to 40 percent. At the same time, the consumption expectations of the low income 
classes have increased with the Revolution. The cause of Nicaragua's trauma in 1979 
was political and the pace of economic reconstruction will also be greatly affected by 
political policies of the Sandinista Revolution. 


Nicaragua is basically a rich country with many natural resources (mainly agricultural) 
and a small population. Major economic problems are a large external debt, 
war-damaged economy and no hydrocarbons production. The economy could grow quite 
fast, but property confiscations and nationalizations along with the general leftist 
political direction of the country have created sufficient uncertainty to retard private 
sector investment. The Nicaraguan economy changed in 1979 from an open, basically 


capitalist economy to a more controlled, mixed economy. The GRN's 1980 Economic 
Reactivation Plan states that the private sector share of GDP is now about 60 percent 
(agriculture - 80 percent, manufacturing - 75 percent, construction - 30 percent, mining 
- 5 percent, services - 45 percent). Investment in 1980 will be predominantly public 
sector, according to the Plan about 2,230 million cordobas, and the private sector 407 
million cordobas. The state thus has a large, direct participation in the economy and its 
capacity to administer the business and farms has not kept pace with its thirst for 
acquisition. The economic-financial management of the economy lacks coordination 
and apparent policy direction. The GRN has published an optimistic Economic 
Reactivation Plan for 1980. Plan goals will be only partially met. For example, the 
Plan calls for a minimum planting of 170,000 manzanas of cotton this year, but the goal 
will probably not be reached although a respectable 135,000 manzanas is possible if 
private sector confidence is restored. The other major motor force of economic 
reactivation is the construction sector which is to receive 150 million dollars in new 
investment, but depends too heavily on the public sector. 


U.S. investors as well as all foreign and most domestic investors are following a 
cautious watch and wait attitude as the GRN formulates its policies and plans. The 
GRN is now studying a new foreign investment law that may counter the negative 
impact of high tax rates in the new Corporate Income Tax law. Opportunities exist for 
selling and investing in Nicaragua and the aware businessperson will be attuned to these 
(see below). American products continue to be competitive and enjoy a good reputation 
although strong competition from Japanese and European markets is now augmented by 
a conscious effort on the part of the GRN to diversify markets, especially in the 
Socialist countries. 





GENERAL BUSINESS CONDITIONS 


General Business Conditions in 1979 were very poor because of the insurrection related 
economic depression. Total investment was negative 19 million dollars in 1979 
compared to 264 million dollars in 1978. The drop was due to a 130 million dollar loss in 
stocks in the private sector which offset 58 million dollars in new investments. Imports 
and commercial sales were only a shadow of the previous years. The construction 
industry, already hardhit in 1978 by depressed demand, fell a further 72 percent to 
about 20 percent of capacity at year's end. Cement sales dropped to 2.01 million sacks 
or by 48 percent. Sales of electric energy decreased to about 730 million/KWH or by 31 
percent. Total hydrocarbon sales were down about 26 percent over the already reduced 
1978 level to around 4,200 million barrels. Gasoline sales were 1,200 million barrels, 
down 19 percent and sales of fuel oil were 1,350 million barrels, down 37 percent. 
Industrial production was high during the first five months of 1979, but stagnated during 
the war and recovered slowly during the last five months. A drop of 27 percent was 
registered for the year. All industries, even those not damaged in the fighting, had 
problems with shortage of working capital and shortages of spare parts. Labor problems 
such as increased wage demands, decreases in productivity, plant occupations, strikes, 
calls for nationalization and forced union organizing activity continued through the end 
of 1979 and into 1980. Most industries in late 1979 and early 1980, were operating at 
less than half capacity. A few, such as drug companies and office furniture (to meet 
the needs of the growing government bureaucracy) worked at full speed. Labor 
problems continue to be the major concern of the industrial sector in 1980. 


AGRICULTURAL PRODUCTION 


Agricultural Production in 1979 was badly affected by the insurrection and rains and 
cloudy weather occurring in the fall. Most adversely affected were the basic grains, 
but also coffee and cotton. Perhaps 20 percent of total agricultural land (100 percent 
of those belonging to Somoza and associates) have been taken over by the GRN and are 
being administered by the Instituto Nicaraguense de Reforma Agraria. It is proving to 
be a very large and difficult undertaking particularly with the flight of many managers 
and technicians. The GRN has offered guaranteed producer prices and credits to 
encourage the planting of the 1980/81 crops. The GRN nationalized the marketing of 
all major agriculture exports under the Ministry of Foreign Commerce. There is 
concern among the private sector about the lack of a definite government land policy, 
personal safety and allocation of foreign exchange to purchase necessary imported 
inputs and the activities of the FSLN affiliated Rural Workers Union (ATC) which has 
occupied lands of private farmers. 


Beginning 1980, cattle inventory is estimated to be significantly below early 1979 levels 
(about 2.6 million). There has been a large reduction in dairy cows and beef cattle 
largely caused by illegal cattle shipments to bordering countries and indiscriminate 
slaughtering. Total beef production in 1979 amounted to 80,530 metric tons with 1980 
beef production expected to drop to 56,000 tons. Meat shipped to the U.S. was reported 
at 35,726 metric tons which included 3,719 tons of meat placed in-bond at year end. 
‘For 1980, domestic consumption of beef was down slightly to 31,193 tons and the 
forecast for 1980 is about 27,000 tons. 


Due to the disruptive effects of the Civil War and a reduction in manufactured animal 
feeds, there was a serious drop in pork, poultry and egg production. Civil War and 





unseasonal rains caused Nicaragua to be faced by a serious shortage of basie grains 
prior to the harvest. Some corn, rice and beans are being purchased from neighboring 
countries, but additional quantities are required. The United States is making available 
wheat and oil under the PL 480 Title I program. While the shortage of financing will 
continue to be a serious hindrance, Nicaragua should return to self sufficiency in basic 
grains (except for wheat which is not grown) in 1980/81. 


Sugar production for 1979/80 is forecast at 175,000 metric tons (31,865 hectares) with 
about 84,000 tons being available for export. Two hundred thousand tons and 100,000 
are the respective estimates for 1980/81. About 40 percent of the sugar cane area has 
been expropriated. 


The 1979/80 coffee harvest is now placed at about 1.18 million quintals. Heavy rains in 
the fall had a very adverse effect on the crop. In addition, the labor supply was not 
sufficient to maximize the harvest. Coffee rust in central Nicaragua (Carazo) is being 
attacked by the GRN through massive destruction of old coffee trees followed by more 
intensive planting. Exports are estimated at 1,000,000 quintals this year and about the 
same for 1980/81. 


Export production of bananas in 1979 totaled 173,000 metric tons. An equal amount is 
forecast for 1980. 


Nicaragua's 1979/80 cotton production is now estimated at 100,000 bales and about 
94,000 bales are expected to be exported. Production in 1980/81 is expected to be a 
minimum of 320,000 bales with about 300,000 bales available for export. As of 
mid-May, 143,000 manzanas had been registered for cotton planting. Producers have. 
been given a guaranteed minimum price of 68 cents per pound. 


Separate trading companies have been set up for each major commodity under the 
Ministry of Foreign Commerce which has been professionally administered in its first 
year. 


FOREIGN TRADE AND PAYMENTS 


Foreign Trade and Payments accounts show the impact of the economic disaster of 
1979; exports were down from 1978 by 80 million dollars to 566 million dollars, but 
imports were only 371 million dollars, down 33 percent from 1978 and about half of 
1977 imports. The current account ran an impressive 124 million dollar surplus as a 
result, but official capital flows were nil and private capital outflows were heavily 
negative ($181 million). The export sector continued to perform fairly strongly with 
most of the decrease attributable to lower coffee prices in 1979 and lower industrial 
production in the second semester due to disruptions from the war. Petroleum and 
derived products continued to be the largest item on the import bill. 


The outlook for 1980 is for a further drop in exports principally because the cotton crop 
picked in early 1980 was only about 25 percent of normal due to reduced plantings 
during the insurrection in 1979. Total imports should jump up to the 1977 level in 
nominal terms or an increase over 1979 of over 300 million dollars. The net result is a 
350 million dollar turnaround in the trade balance or 195 to -162 million dollars. 
Imports CIF for the first quarter of 1980 were 196 million dollars compared to 113 
million dollars in 1979. Exports FOB were 167 million dollars during the quarter 
compared to 197 million in 1979. The large deficit in the current account projected for 
1980 will be more than offset by long and short term capital inflows of 412 million 
dollars (see table on page 9). 





The GRN has programmed 93 million dollars in debt and amortization payments which, 
even when combined with an estimated 20 million dollars outflow of private capital, 
still leaves the country able to pay its import bill in 1980. However, it does not allow 
the GRN to make any significant dent in Nicaragua's debt service of which an estimated 
632 million dollars will be in arrears or come due in 1980. Negotiations on the private 
component of the foreign debt are now taking place but they may not be concluded 
before the end of 1980. Net foreign exchange reserves were -225.4 million dollars at 
the end of 1978 and -280.8 million dollars at the end of 1979. Gross reserves were 81 
million and 141 million dollars respectively. 


Nicaragua will have even greater foreign exchange difficulties in 1981. Cotton exports 
will increase, but the large capital inflows will decrease and other exports probably will 
improve only moderately. Also, some interest payments on the debt will have to be 
made. Imports will still be high to support continued reconstruction. Nicaragua will 
face a foreign exchange shortage for years to come. 


FISCAL POLICY 


Deficit spending (Somoza and GRN) by the public sector in 1979 was a major 
contributing factor to inflation. The Somoza Government reached an agreement with 
the International Monetary Fund (IMF) in early 1979, which included limiting deficit- 
spending, however, with the coming of the insurrection in late May, deficit spending 
ballooned to finance the war in the remaining seven weeks of the regime. The new 
GRN took power inheriting a badly damaged economy but also having a strong, political 
compromise to improve the life of the poorest classes. The result is expanding central 
government programs and bureaucracy financed in part by deficit spending. Almost all 
deficit financing in 1979 (except the IMF loan) came from domestic (Central Bank) 
sources as foreign financing was unavailable because of political/economic problems. 
Deficit financing to the public sector from domestic sources was 1.17 billion cordobas 
in 1979. External financing was a meager 62 million cordobas. Nineteen seventy-nine 
was the third year in a row in which the deficit exceeded one billion cordobas. 
However, 93 percent of the deficit was financed from external sources in 1977 and only 
5 percent in 1979. GRN revenues were up in 1979 about 17 percent (1.6 billion cordobas 
to 1.89 billion) and were up again in early 1980. The increases are based on: a large 
increase in indirect tax rates, pressure on all Nicaraguans to pay old, past due direct 
taxes, elimination of tax evasion especially for imports, creation of a new, flat income 
tax rate and imposition of a onetime 6 percent patriotic tax on all assets. Direct tax 
revenues (down 15 percent) in 1979 were about one fourth of indirect tax revenues (up 9 
percent). However, there was a 43 percent devaluation in April, 1979, and the annual 
inflation rate was 48 percent, the highest in modern Nicaraguan history. Therefore, 
expenditures rose by 29 percent over 1978. 


The fiscal deficit in 1980, as in the previous three years, is also likely to exceed one 
billion cordobas. The GRN is planning at mid-1980 to put tighter controls on the 
various Ministries. New controls as well as a revised budget for April-December, 1980, 
were created by the GRN in Decree 366 which also estimated the amount of current 
revenues at 4.447 billion cordobas and for projects and studies at 1.523 billion. The 
Plan states all capital expenditures (2.233 billion cordobas) in 1980, will be financed 
from foreign sources. Controls on current expenditures are unlikely to be soon enough 
or tight enough to keep the deficit under 1 billion cordobas, but if not put on, the 





deficit would zoom even higher. Deficit financing in the first half of 1980 is already 
higher than planned and revenues are always highest in the first semester. 


THE MONEY SUPPLY 


The money supply increased by 81 percent from December, 1978 (Currency - ¢1,017 
million, Checking ¢1,100), to December, 1979 (Currency - ¢3,508 million, checking - 
¢1,906). Most of the increase came during the last half of the year. The insurrection 
caused the Somoza Government to break with its goals of money stock growth in order 
to finance the struggle for survival. The GRN expanded the money supply because with 
an empty treasury, dislocation and high unemployment due to the insurrection, it had 
few other resources to meet the emergency needs of its people. Total savings deposits 
(all kinds) dropped 125 percent from 1978. Interest rates were allowed to rise in 1979, 
and reached levels of 17 percent, but were reduced downward by the GRN late in the 
year. The prevailing rates for short term loans in early 1980 are 14 percent for priority 
industrial and agricultural loans, 15 percent for medium and 17 percent for low priority 
loans. Long term loans (over 18 months) are 12 percent, 14 percent and 15 percent 
respectively with longer repayment terms for war damaged firms. Monetary expansion 
continued in 1980 as little restraint appeared to be exercised on Central Bank credit to 
the public sector. .Exchange controls are even more stringent than in 1979, thus the 
escape value of imports is not available to absorb cordoba liquidity. 


The Somoza Government reached a stabilization agreement with the IMF in the spring 
of 1979, in order to receive loans of 66 million dollars (not all disbursed). Several weeks 
later, the final offensive of the insurrection against Somoza not only brought his 
downfall, but saw a looting of the national treasury and the Central Bank. Relations 
between the GRN and the IMF were cool in the first few months in view of the loan 
given in the last weeks of the old regime. However, a high level IMF delegation visited 
Managua in early 1980 and relations are again cordial, but the GRN has no plans for the 
present to talk to the IMF about possible financing because it does not want the fiscal 
discipline of a stabilization agreement. 


INFLATION 


Inflation in Nicaragua averaged 10.8 percent from 1972/78, but in 1979 was 70 percent 
as measured by official statistics using January compared to December with the annual 
average at 48 percent. The basket of goods reportedly needs to be updated and thus 
understates the inflation rate. Price controls instituted by the government further 
distort the index to the point where official statistics for 1980 will be less useful as a 
indicator of real price movements. Major causes of inflation were: large increase in 
money supply, April devaluation and supply disruptions. A prediction for inflation in 
1980 is hazardous at best, but at its lowest will probably be at least-half of the 1979 
rate. The size of fiscal deficit will obviously be a crucial variable in determining the 
ultimate rate of inflation. 


UNEMPLOYMENT 


Unemployment is currently believed to be about 25 to 35 percent of the labor force. 
The number of insured workers with social security (formal sector) actually decreased 
by 4 percent (4,708 workers) from January to March, 1980. 





THE FINANCIAL SYSTEM 


The financial system was greatly damaged by the terrific economic costs of the war and 
the new GRN proclaimed in July 1979, that it was nationalizing the system to protect 
the deposits of the public. The financial system is to be reorganized in mid-1980 into 
four commercial banks and one savings and loan. Perhaps this will help the system 
recapture some of the dynamism it enjoyed when privately run. The system has not 
been able to obtain foreign loans nor lines of credit as the GRN has not rescheduled 
past due interest and principal payments owed to foreign banks. As a result, for the 
present, all import transactions are done on a prepaid, confirmed letter of credit basis. 
The financial system is trying to capture as much savings from the public as it can. 
Savings deposits dropped from 448 to 406 million cordobas from the end of 1978 to the 
end of 1979 in spite of a 43 percent devaluation in 1979 and a large increase in the 
money supply. Time deposits dropped during the same period from 647 to 547 million 
cordobas. The GRN hopes to dramatically reverse this trend in 1980. The legal parallel 
market undoubtedly is a source of savings leakage as some people convert their 
cordobas to escape political uncertainty and local inflation. 


THE EXTERNAL DEBT 


The external debt is the most serious economic problem inherited by the GRN. The 
Central Government owes over $1 billion dollars ($962 million medium and long, and $71 
million short term; $185 million Central Bank short term), plus the external debts of the 
nationalized banking system and private sector, bringing the total to over 1.6 billion 
dollars. The GRN is seeking to reschedule first the 488 million dollars owed to the 
foreign banks. As both sides prepare to meet for their fifth meeting in Mexico City in 
mid-June, the two sides are still a long way apart on interest rates. The GRN insists it 
is a special case and cannot pay at current interest rates. Interest and principal 
payments owing on past due public and private external debts in 1980 is 632 million 
dollars or greater than the value of total exports. The GRN faces a shortage of foreign 
exchange for years to come and does not want to burden its reconstruction effort nor 
its state welfare programs by too burdensome service of its foreign debts. The banks 
for their part require at least interest payments and although willing to give special 
consideration to Nicaragua, must be conscious of precedent setting implications for 
‘bigger debts elsewhere and the need to answer to stockholders. The GRN must also 
settle what it calls second category debt of the nationalized companies and banking 
system ($225 million short term) and third category debt of the private sector ($50 
million medium term and $14 million short term). The GRN has not, as of mid-May, 
1980, begun to negotiate the rescheduling of its government to government debt. It will 
not reschedule its debts to international financial institutions (IDB, IBRD, CABEI), but 
service payments will be exceeded by disbursements on old and new loans. 


OUTLOOK FOR 1980 


Nicaragua suffered in 1979, the most costly year in human loss, physical destruction and 
lost production of its history, yet that same year marked a time of historic political 
change. Specifically, July 19, 1979, saw the beginning of the Sandinista Revolution. 
The content and direction of political change growing out of the Revolution will 
determine the economic performance of Nicaragua for 1980 and years to come. The 
Nicaraguan economy changed from an open to a more controlled, mixed economy with 
tight foreign exchange controls, direct state ownership of a large part of the productive 
sectors, monopoly of the marketing of all major exports and greater taxes and regulation 





and control in all aspects of life, especially economic. The GRN in its first nine months 
has proven to be inexperienced and also quite arbitrary in its actions. Property 
confiscations, tax policies, lack of appeal procedures and discriminatory credit 
practices have caused sufficient uncertainty in the private sector to lead to economic 
stagnation in the private economy and flight of managers and technicians. The GRN 
published Reactivation Plan for 1980 envisions an 18 to 22 percent growth in GDP, 
unemployment of 19 percent and inflation held to about 15 percent. These goals will 
not be attained but if the business climate can be improved, a growth rate of 9 percent 
is still possible while unemployment and inflation will be higher than Plan projections. 
Important talks between the private sector and the GRN/FSLN underway in May and 
June, 1980, are creating an improved economic /political climate and a better second 
half of 1980. In spite of war related losses, the economy could have bounced back quite 
rapidly with high rates of growth, but increased state control and ownership, plus 
political uncertainty will result in slower economic growth rates and greater 
inefficiency. Nonetheless, fairly good growth rates could persist throughout the 
mid-1980's, although starting from the very low base of dramatic GDP declines in 
1978-79. Average per capita GDP will probably not return to 1977 levels in real terms 
for another six to eight years. Foreign exchange will continue to be scarce. This will 
be true even if the public and private debt is rescheduled on the best terms realistically 
achievable. The large public debt will continue to be a burden for some years to come, 
but new financing will be available once the old debt is rescheduled and lenders gain 
some confidence in the Government's ability to manage the economy. Expectations and 
demands of the low income classes are likely to outpace the productive capacity of the 
economy for some time. The problem of an expanded bureaucracy and a shrunken tax 
base and the resulting pressure to run central government deficits with corresponding 
inflationary effects will also be a crucial problem for public policy. 


IMPLICATIONS FOR THE UNITED STATES 


Commercial Opportunities For U.S. Businesses 


While the war and the political uncertainties following in its aftermath severely 
disrupted the Nicaraguan economy, there still exist opportunities for U.S. exporters. In 
addition to normal imports of agricultural inputs and industrial raw materials, there is 
now a large market for spare parts and new agricultural and industrial machinery. The 
construction industry has received high priority in the 1980 Plan and will continue to 
provide a market for construction equipment and materials. There will also continue to 
be increased imports of basic foodstuffs - wheat, powdered milk - until the agriculture 
sector returns to its normal level of production. 


As the reconstruction process gains momentum, it will become easier to identify areas 
and projects which will offer specific business opportunities for interested U.S. 
suppliers. Some of the projects evident at this time include the U.S. 36 million dollar 
Asturias Hydroelectric project whose construction is expected to be bid in September, 
1980, and a U.S. 18 million dollar geothermal field feasibility study that is also 
expected to be bid in September. These projects are being financed by the 
Interamerican Development Bank (IDB) which may also be called to finance the U.S. 47 
million dollar Larreynaga Hydroelectric project (complementary to Asturias) and the 
more ambitious and more further-down-the-road Copalar Hydroelectric project which 
has an estimated cost of 483 million dollars. The Health Sector is also getting 


en 





particular attention with construction and equipping of five hospitals and two hundred 
health centers expected to begin shortly. In the transportation field, eight million 
dollars have been requested from the Central American Bank for Economic Integration 
(CABEI) for the purchase of five self-propelled, passenger railroad cars and the 
revamping of the entire railroad system. 


At the moment Nicaragua's government ministries and nationalized corporations 
generally prefer to buy direct from U.S. suppliers rather than going through Nicaraguan 
middlemen, a situation which presents opportunities as well as difficulties. Government 
buyers are very likely to be young and inexperienced and to need help in all stages of 
the selection, buying and importing process. At the same time, they are frequently 
willing to visit the U.S. and often have authorization to make purchases on the spot. A 
firm willing to spend the time to provide both good sales and after-sales service will 
have the opportunity to establish a long-term customer relationship. The Embassy 
believes, for at least the next year, good sales service will be the single most important 
factor in obtaining government contracts. 


While we expect both the Nicaraguan private and public sectors to continue to be good 
business partners, U.S. firms should be aware of Nicaragua's foreign exchange 
difficulties. Generally, the Embassy recommends that U.S. firms should require a letter 
of credit deposited with a U.S. bank before shipment. 





NICARAGUAN BALANCE OF PAYMENTS 


($ Million) die 
Preliminary 
1979 1980 


Exports 566.5 518 
Imports -371.2 -680 
Trade Balance 795;.3 -162 


Net Services -141.1 -109 
Net Donations * 70.0 20 
Balance on Current Account 124.2 -251 


Private Sector Amortization -120.0 40 
Captial Flight -181.0 20 
Private Sector Capital (net) -301.0 60 


Official Debt Amortization - 20.0 53 
Official Loan Drawdowns TTS.:3 
Other te -0- 
Long Term Official Capital (net) 96.8 


Short Term Official Capital EI5S<7 

SDR'S and other SZ 

Reserves (Change) 60.3 

Errors and omissions 15.4 

Accumulated Default on Debt 

NOTE: The official loan drawdowns include $60 million from Venezuela 


and $75 million from the USG both of which are still pending in their 
respective legislatures as of June, 1980. 


BASIC SOCIAL DATA 


Population, estimated for 1979: 2,500,000 

Population Growth Rate: 3.6 percent 

Per Capita Income (constant 1978 dollars): 1979 - $571 
1978 - $892 
1977 - $991 


Literacy, 1980: 51 percent 
Infant Mortality Rate, 1976: 123 per thousand 
Life Expectancy (1975-80): 55 years 
Land Area: 53,700 square miles (about the size of Arkansas) 
Population Density 1978: 53 per square mile (Republic) 
213 per square mile (Pacific Region) 


*% U. S. GOVERNMENT PRINTING OFFICE: 1980—311-056/307 
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